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ABSTRACT
This explorative study attempts to identify norms and practices of new businesses
within the emerging industry of recreational cannabis retailers; specifically in the
context of their entrepreneurial characteristics, start-up behaviors, and firm
behaviors and strategies (Duchesneau & Gartner, 1990). Due to the nature of
emerging industries, there are many opportunities for firms to create a successful
position in a new market. However, firms in emerging industries face an innate
“liability of newness”, increasing the challenge and risk of new venture creation
(Stinchcombe, 1965). This risk and stigma is increased when the industry lacks
legitimacy in the eyes of consumers and other established industries or
organizations. The lack of definitive legitimacy besets this industry with a unique
challenge. Therefore, in addition to the measures mentioned above, this study
seeks to identify the extent of stigma in the new industry and how firms may have
been impacted or addressed it.
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INTRODUCTION
New industry emergence is an exciting phenomenon that creates ample
opportunity for innovation and economic growth. Entrepreneurs function through
start-ups and small businesses to exploit new opportunities and bring innovations
to market. There are nearly 28.8 million small businesses in the US, accounting
for 99.7% of all US businesses (Small Business Administration, 2016). They
generated two out of three of the net new jobs since 2014 with approximately
543,000 new businesses getting started each month (Small Business
Administration, 2017). The significant impact on the economy as a whole
explains why entrepreneurship and the start-up process has been studied so
extensively.
There are a number of theoretical and empirical works that detail the
process of new industry emergence and the unique environmental factors that
can determine success or failure. Emerging industries have what was first
described by Stinchcombe (1965) as an innate “liability of newness.” Simply put,
an emerging industry does not have a history to demonstrate its legitimacy to
potential stakeholders (Aldrich & Fiol, 1994). Suchman (1995, p. 574) defines
legitimacy as “a general perception or assumption that the actions of an entity
are desirable, proper, or appropriate within some socially constructed system of
norms, values, beliefs and definitions.” Legitimacy is required for an emerging
industry to acquire resources for its survival (Aldrich & Fiol, 1994). A barrier to
gaining legitimacy is often a formal or even informal stigma associated with an
organization or activity. Stigma can be defined as a label that “evokes a collective
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stakeholder group-specific perception that an organization possesses a
fundamental, deep-seated flaw that deindividuates and discredits an
organization,” (Devers, Dewett, Mishina, & Belsito, 2009, p. 157). In some cases,
industries struggle with various levels of stigma (Webb, Tihanyi, Ireland, &
Sirmon, 2009). When something is declared illegal, it is immediately stigmatized
and cast outside the bounds of what may be considered legitimate. This is
possibly the most extreme level of illegitimacy and stigma.
While Aldrich and Fiol (1994) and others have examined emerging
industries, and Devers et al. (2009) lay out a framework that defines an activity
by its legitimacy, Webb et al. (2009) studied the effects of incongruence between
formal institutions (i.e. laws, regulations) and informal ones (i.e. norms, values
beliefs), and how illegitimate groups may gain acceptance. Once informal
institutions label an activity as legitimate it is possible for it to become labeled as
legitimate by formal institutions in the form of law as they are a reflection of
widely held norms and values. But first, the stakeholder group that identifies the
activity as legitimate must first overcome the stigma associated with it by
reaching a critical mass where the incongruence between those that label it
legitimate outnumber those that label it as illegitimate or stigmatized (Devers et
al., 2009; Webb et al., 2009). There have been few opportunities to explore an
industry that was once stigmatized as illegal and has transitioned to a formally
accepted industry.
The goal of this study is to examine the business planning and
development activities used by entrepreneurs in the context of an emerging
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industry that was once highly stigmatized. Very rarely do researchers have the
opportunity to study an industry making such a transition from highly stigmatized
to legitimate. For example, previous studies explored emerging tech industries in
the 1980’s (Van de Ven, Hudson, & Schroeder, 1984). While there was stigma
related to tech industries at the time, this largely resulted from a general lack of
public awareness and acceptance. The unique circumstances and challenges
that face firms in an emerging industry with a greater level of stigma, so much so
that it was once illegal, warrants exploration to determine if there are new
activities that arise from these circumstances and the impact the stigma may
have on firms’ behaviors and performance. This study could pose as a
framework for analyzing similar future emerging industries and possibly reveal
behaviors the entrepreneur and firm may adopt to mitigate the negative impact of
stigma.
LITERATURE REVIEW
This study examines the business practices that are utilized by
entrepreneurs in an emerging industry which faces the stigma of being previously
illegal. Early empirical studies focused on the success or failure of new
industries. Hannan and Freeman (1989) found evidence that small industries are
more likely to be under funded and had higher rates of disbanding. Based on
institutional theory (Meyer & Rowan, 1977; Scott, 1987), the argument was made
that this was likely due to a lack of external legitimacy. Furthermore, Devers et
al.’s A General Theory of Organizational Stigma (2009) explains the conditions
that lead to stigmatization of organizations. Organizations are most likely to
3

become stigmatized by conduct stigmas based on specific actions (e.g. scandals,
choice of business model or industry) as these are controllable and elicit blame
upon the stigmatized. An organization becomes stigmatized when a critical mass
of individuals of a stakeholder group accept a label and vilifying claims against
the organization. Due to the context of this study, it was important to consider the
extent of legitimacy and stigma, and how they may impact this particular industry.
Emerging Industries
Only 54% of new businesses survive 1.5 years, and only 25% of them
make it to 6 years (Van de Ven et al., 1984). Initially research was conducted at
the firm level to measure new ventures’ entrepreneurial and organizational
characteristics as they related to firm performance and success (Duchesneau &
Gartner, 1990; Van de Ven et al., 1984). In the planning phase, start-up activities
such as following a planning model, involving potential customers in planning
research, proactiveness, level of capital investment and the degree of
professional help involved all showed strong positive correlations with overall firm
performance (Van de Ven et al., 1984). The characteristics of the lead
entrepreneur, such as level of education, extent of managerial experience, and
clarity of product focus, were also shown to have strong correlations to overall
success of the firms (Duchesneau & Gartner, 1990). A new firm could increase
its chances for success by following key behaviors of successful firms laid out by
these studies. For instance, according to Duchesneau and Gartner (1990)
successful firms were likely to have a lead entrepreneur who had broad
management experience and helped create a clear business idea with a
4

comprehensive business plan based on research. They likely had a lengthy
planning time involving professionals’ advice, and high levels of capital
investment (Duchesneau & Gartner, 1990; Van de Ven et al., 1984).
New ventures face many challenges to becoming successful, but these
challenges are compounded when there is little to no precedent for the new
activities. Stinchcombe and March (1965) first described this innate characteristic
of emerging industries as “liability of newness.” In the early years of an emerging
industry new ventures cannot rely on tradition laid out by predecessors. In
addition to the normal pressures facing any new organization, these ventures
face a different set of challenges, including developing a new market, raising
capital from skeptical sources, recruiting untrained employees, and other
inherent difficulties stemming from their nascent status (Aldrich & Fiol, 1994).
The average time it takes for an industry to become established was found to be
29 years, however the standard deviation was 15 years (Klepper & Graddy,
1990). This lead Aldrich and Fiol (1994) to further investigate the social context of
emerging industry and postulate that cognitive and sociopolitical legitimacy were
larger determinants of an emerging industry’s success.
Legitimacy
Lack of legitimacy is a critical problem facing innovative entrepreneurs and
emerging industries (Aldrich & Fiol, 1994). Legitimacy can be defined as “a
generalized perception or assumption that the actions of an entity are desirable,
proper, or appropriate within some socially constructed system of norms, values,
beliefs and definitions,” (Suchman, 1995, p. 574). Aldrich and Fiol establish
5

legitimacy in two contexts: cognitive legitimacy is how well known or taken for
granted an activity or form is and sociopolitical legitimacy is the extent to which a
new form conforms to the status quo. They postulated several ways for emerging
industries to gain greater legitimacy that suggest collective efforts must be made
on the part of the emerging industry to “portray the new activity as familiar and
trustworthy, if they are to survive as a group,” (Aldrich & Fiol, 1994, p. 664). In
addition to this collectivism, other methods suggested to strengthen legitimacy
are to gain acceptance and recognition from external authorities such as other
established industries and educational curricula. The importance of third party
entities are further emphasized by Fiol and Romanelli (2012), stating that
“ultimate establishment and maintenance depends on recognition by external
audiences.”
Groups within a society often have differing opinions of what is socially
acceptable (Webb et al., 2009). We see this as evident in the large groups that
form around salient issues concerning norms, values and beliefs. Differing
political party affiliation and opinions on social issues are examples that lead to
prolonged struggles between the different groups. Social acceptability is
generally more broadly defined within a group than what is specified by law or
regulation. Therefore, it is important to clarify what is legal and what is
considered legitimate. Webb et al. (2009) builds a useful model to distinguish
entrepreneurial activities within the formal, informal, and renegade economies.
Using Suchman’s definition of legitimacy, the formal economy consists of
entrepreneurs using legal and legitimate means to produce legal and legitimate
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ends. The informal economy contains activities that take advantage of
opportunities outside of formal institutional boundaries, but within informal ones.
“Although means and ends within the informal economy are illegal (as specified
by formal institutions), some large groups in a society may consider them to be
legitimate,” (Webb et al., 2009, p. 496). The “renegade economy” consists of
means and ends that exploit opportunities considered entirely illegal and
illegitimate (Webb et al., 2009, p. 495). Entrepreneurs may recognize and choose
to exploit opportunities within the informal economy, and in some cases, wish to
transition to the formal one. This proves quite difficult and is only possible
through legalization and legitimation in terms of formal institutions.
Stigma
The Greeks “originated the term stigma to refer to bodily signs designed to
expose something unusual and bad about the moral status of the signifier,”
(Goffman, 1963). In terms of an organization, this is often a label that “evokes a
collective stakeholder group-specific perception that an organization possesses a
fundamental, deep-seated flaw that deindividuates and discredits an
organization,” (Devers et al., 2009, p. 157). Hudson (2008) further distinguishes
between stigmas that are caused by a single event (i.e. event-stigma) and stigma
associated with the core attributes (i.e. core-stigma).
An inverse interpretation of the definition of legitimacy is essentially
“negative evaluations by some social audience,” (Hudson, 2008, p. 255). This
brings the concepts of stigma and illegitimacy close together. Hudson (2008, p.
255) argues that core-stigma could be “the result of contestation that leads
7

important social audiences to a negative evaluation,” and that it is the degree of
this contention that “determines the degree of stigmatization.” Rather than
cognitive legitimacy, stigma is more closely associated with sociopolitical (Aldrich
& Fiol, 1994) or moral (Suchman, 1995) legitimacy as it is social evaluation. Both
the stigmatizing audiences and core stakeholder groups may agree on the
cognitive legitimacy of an organization. However “Organizations may
simultaneously achieve both cognitive legitimacy and pragmatic legitimacy and
still be morally or culturally ‘illegitimate’— or core-stigmatized—by some
audiences,” (Hudson, 2008, p. 255). Because moral legitimacy is based on
values and beliefs of the evaluating audience, it leads to an incongruence
between groups.
Emerging Industry Context: The Legal Cannabis Retail Industry
The legal cannabis retail industry consists of businesses in states which
have passed laws legalizing the use of cannabis by adults 21 and older. Prior to
full legalization, several states legalized cannabis use for medicinal purposes
only. This required customers to acquire doctor recommendations before being
allowed to purchase cannabis products. Colorado and Washington were the first
states to legalize cannabis for non-medicinal purposes in 2012, Oregon followed
suit two years later. The first retail stores opened in Colorado and Washington in
2014, and in Oregon in 2015 (Dill, Goffard, & Miron, 2016). Those states now
regulate the substance similarly to alcohol, and license businesses to sell
cannabis products.
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While the retail tobacco industry has long been established, legal
cannabis retailers represent a unique emerging industry for research. The unique
positioning that differentiates this emerging industry from others that may have
been studied is due to legal and social factors surrounding cannabis. Most
prominent is the issue of state versus federal law. In 1970 President Richard
Nixon signed the Controlled Substance Act (CSA) into law, beginning the modern
day War on Drugs. Nancy Reagan furthered the War on Drugs with the “Just Say
No” campaign in the 1980’s, and in 1986 Congress passed the Anti-Drug Abuse
Act which enforced mandatory minimum prison sentences for certain drug
offenses (Staff, 2017). These forces created a socio-cultural environment that
highly stigmatized drug use and cannabis was associated with many hard drugs
such as heroin and cocaine. Despite numerous states moving in the direction of
legalization, federally cannabis is still considered a controlled substance. This is
a massive barrier to legitimacy and many financial institutions and investors are
not likely to become involved in the industry due to the risk of potential federal
prosecution.
In recent years the ‘Schedule 1’ classification of cannabis has been highly
criticized for lacking scientific proof. A Schedule 1 narcotic is defined as ones
with high risk of addiction and little to no medicinal uses. This directly contradicts
the 29 states and D.C. that allow medical cannabis. Furthermore, an increasing
number of states, including Georgia, now allow cannabidiol, or CBD. CBD is a
non-intoxicating, derivative cannabinoid found in cannabis that has shown to aid
in treating pain, epilepsy and insomnia, among others. A significant number of
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patients who try CBD choose to discontinue their traditional medications
(Borchardt, 2017). Many argue for deregulation to allow further scientific studies
into the potential medicinal properties of cannabis.
According to an annual report by Arcview (2017), a San-Francisco
investor group focused on the cannabis industry, North Americans spent $6.7
billion on legal cannabis products in 2016. While only 26.87% ($1.8 billion) of that
was spent on recreational cannabis, as more states pass laws to legalize
recreational use it could account for as much as 65.92% ($14.9 billion) of a $22.6
billion industry in 2021. The average sales of recreational cannabis per
dispensary in 2016 were $1.98 million, $1.55 million and $672 thousand for
Colorado, Washington and Oregon respectively. With a compound annual growth
rate of 27%, the industry is projected to grow at a rate comparable to the
broadband internet access in the early 2000’s (Arcview, 2017).
The impact of this growing industry on our economy extends beyond the
retailers and into ancillary industries. “Cannabusiness” is a term coined to
describe the collection of organizations and individuals involved in cannabis
products. Growers that supply retailers with raw cannabis (e.g. flower) products
also supply the manufacturers who make cannabis infused products (e.g.
concentrates and edibles). The more traditional business-to-business vendors
that provide payroll, point-of-sale systems, and general business supplies also
benefit from Cannabusiness. A plethora of laboratories have opened solely for
the purpose of providing cannabis testing services. These labs serve as quality
control and verify the potency of certain cannabinoids that give cannabis its

10

various psychoactive and medicinal properties. Insurers have also seized the
opportunity and provide targeted coverage for anything from store property to
crops.
The growth potential for the retail side of Cannabusiness alone is
substantial and as the industry continues to grow its effects will increase across
ancillary industries. The same logic that justifies the need to study emerging
industries and entrepreneurship also stands to reason that the growing industry
of Cannabusiness warrants study as well. If this and other emerging industries
are studied, it may help new firms navigate the new industry more successfully
and contribute to overall economic growth.
RESEARCH OBJECTIVES
The goal of this study is to examine the business planning and
development activities used by entrepreneurs in the context of an emerging
industry that was once highly stigmatized. The opportunity to examine business
practices in emerging industries once stigmatized as illegal are rare. The
legalization of alcohol after prohibition, the rise of legal prostitution in some
states, and legalized forms of gambling like lotteries and casinos have been
studied through the lens of sociology, psychology and even economics, but
research on entrepreneurial activity and firm level behavior in such contexts is
lacking. This study explores this gap in information at this level in the context of
the legalized cannabis retail industry. The unique conditions of an industry under
such stigma and large barriers to legitimacy made this opportunity for study rare
and valuable.
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Instead of postulating hypotheses related to the practices of entrepreneurs
in founding businesses in this context, this study uses a phenomenological
approach and exploratory research design to investigate the entrepreneurs
founding retail cannabis businesses, the business practices they utilize, and their
sources. Some objectives of this research include:
A. Examining the characteristics of those starting retail cannabis business;
B. Examining business planning and business formulation practices in retail
cannabis business startups;
C. Examining the perception of stigma among Cannabusiness entrepreneurs;
and
D. Examining correlated influences upon the performance of retail
Cannabusinesses.
METHODS
A mixed methods study was attempted. A quantitative study was used to
gather initial data, followed by an attempted qualitative study to further expand
and explain the quantitative findings.
Study 1 - Quantitative
Sample context
This study examined owners of legal cannabis retail business located in
three different states (Colorado, Washington and Oregon) as representative of an
emerging industry. The rationale for choosing this industry is: industry
emergence of this nature is rare and the industry is surrounded by stigma. It is
12

rare to have the opportunity to examine start-up practices in an industry that was
once so extremely stigmatized, and even further, illegal. When the respective
states passed laws to legalize and regulate the substance similar to alcohol the
recreational cannabis retail industry was essentially created overnight.
Legalization created tremendous opportunity for entrepreneurs willing to bear the
risk.
Emerging industries in general lack legitimacy and encounter stigma. In
the case of legal cannabis retail the stigma is twofold: the new industry itself is
stigmatized and the subject of cannabis legalization is polarizing. However, as
more states pass laws to legalize and regulate the substance, cannabis retail has
transitioned from an illicit, renegade economy toward a legitimate, formal one
(Webb et al., 2009). The industry is most likely considered to fall within an
informal economy in its current state (see Appendix A: Case C). While
businesses within the industry use legal and legitimate means to run their
businesses, i.e., generally accepted business practices, tax and regulation
compliance, etc., the product’s legality is still debated by many. It is the ends, or
the product, that cause the industry to be considered illicit depending on the
perspective taken. For example; on a state level Cannabusiness is considered
legal and legitimate but on the federal level and for those who support continued
prohibition, the industry is still considered illegal and illegitimate.
Legal gray area aside, the cannabis retail industry faces socio-cultural
stigma; not only from the general public, but also from other local business and
municipal entities. Decades of prohibition, the US’s War on Drugs and general
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stereotypes have perpetuated stigma surrounding the industry on a social level.
Some groups might argue the legitimacy of the product, but considering the
substantial revenue and projected growth figures noted before, it is difficult to
argue that there isn’t a significant legitimate market for cannabis products.
Sampling and Instrumentation
To analyze firm behavior, owners of recreational cannabis retail
establishments were solicited to complete an online survey. Data was collected
from the three states that had established recreational laws at the time of
planning: Colorado, Washington and Oregon. Open records of licensed
businesses were obtained from their respective states’ regulatory commissions.
Colorado had 454 licensees, Washington 376 and Oregon 46. The data for the
businesses consisted of: tradename, license number, and street address.
Washington’s data set also included phone numbers which made contacting
owners easier, while the other states did not.
Once this data was retrieved, a randomized sample was created by first
sorting the data by zip code, and then choosing every fourth business. In an
attempt to eliminate bias toward one state, the goal was to get 10 responses
from each state for a total of 30 responses. This proved difficult as Oregon has
far fewer licensed businesses than the other two states. A total of 112
businesses were contacted to participate in the study.
Direct contact information for the owners remained confidential. An initial
attempt was made by the researcher by calling the place of business and asking
to speak with the owner or gather direct contact information. If the appropriate
14

person was not available, a message with contact information and brief
description of the study was left. Over the following 7-10 business days two
follow up attempts were made before moving on to another business. In the
event that an email address for the owner was provided, a recruitment email was
sent with a link directing them to the online questionnaire. The language of the
recruitment email was directed at owners and founders as these were the
individuals of interest for this study. The questionnaire (see Appendix B) was
created using an online survey platform, Qualtrics, to make disbursement and
completion convenient as possible. On average the questionnaire should have
taken less than 15 minutes and consisted of 36 total questions, several of which
were conditional on responses to certain questions. For example, if they
answered yes to using cannabis, they were then asked how often. A reminder
email was sent within 7-10 business days of the initial recruitment email in an
attempt to increase the response rate.
CEOs and small business owners are quite busy as they generally fulfill
multiple roles within their organizations. The response rate of these individuals
has shown to be 28% through meta-analysis conducted by Cycyota and Harrison
(2006). A total of 20 complete responses were collected. Three responses
indicated they did not consent to participation and were eliminated from the data
set, resulting in 17 usable responses, representing a 15.17% response rate.
Variables of interest
(see Appendix B for sample survey questions and scales)
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Lead Entrepreneur Characteristics – Age, race, gender, education level, prior
experience owning a business (related or otherwise), do they currently own
another business (related or otherwise), and whether they use cannabis and how
frequently.
Start-Up Behavior - Length of time planning business, types of planning research
conducted, amount of startup capital, and sources of outside investment.
Firm Behavior and Strategies – Form of ownership, which types of social media
used to promote the business and how frequently these were updated, attitude
toward social media as a business promotion tool, and types of professionals
whose services are utilized.
Firm Performance – Revenue for years 1,2 and 3, profits for years 1,2 and 3, firm
age, additional locations opened and/or planning to open additional locations,
number of full-time and total employees.
Stigma Encountered – Extent of stigma encountered from business-to-business
or municipal entities, extent of stigma encountered from the community or
potential customers, and how well the business was received by neighboring
businesses.
ANALYSIS OF QUANTITATIVE DATA
As the purpose of this research is to examine the business planning and
development activities used by entrepreneurs in the context of an emerging
industry that was once highly, analysis of the data consisted of determining
characteristics of entrepreneurs and the business practices they utilized. For this
analysis, simple descriptive statistics were analyzed and are reported as follows:
16

Lead Entrepreneur Characteristics
Table 1
Age
Valid

20-29
30-39
40-49
50-59
70+

Total
Missing System
Total

Frequency Percent Valid Percent
2
11.8
11.8
5
29.4
29.4
7
41.2
41.2
2
11.8
11.8
1
5.9
5.9
17
0
17

100.0
0.0
100.0

100.0

Table 2
Ethnicity
Frequency Percent Valid Percent
Valid
White
15
88.2
88.2
Other
2
11.8
11.8
Total
17
100.0
100.0
Missing System
0
0.0
Total
17
100.0

Table 3
Gender
Valid

Missing
Total

Male
Female
Total
System

Frequency Percent Valid Percent
10
58.8
58.8
7
41.2
41.2
17
100.0
100.0
0
0
17
100.0
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Table 4
Education Level
Frequency
Valid

Missing
Total

High School diploma or
equivalent
Trade/Technical School
Associate's Degree
Bachelor's Degree
Master's Degree
Doctorate
Total
System

Percent

2

11.8

11.8

1
3
6
4
1

5.9
17.6
35.3
23.5
5.9

5.9
17.6
35.3
23.5
5.9

17
0
17

100.0
0
100.0

100.0

Table 5
Prior Business Ownership

Valid

Missing
Total

No
Yes
Total
System

Frequency
2
15

Percent
11.8
88.2

17
0
17

100.0
0
100.0

Valid
Percent
11.8
88.2
100.0

Table 6
Related Prior Experience
Frequency Percent Valid Percent
Valid
No
12
70.6
80.0
Yes
3
17.6
20.0
Total
15
88.2
100.0
Missing System
2
11.8
Total
17
100.0
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Valid Percent

Table 7
Currently Ownership of Other Business
Frequency Percent Valid Percent
Valid
No
8
47.1
47.1
Yes
9
52.9
52.9
Total
17
100.0
100.0
Missing System
0
0
Total
17
100.0
Table 8
Cannabis Use
Valid

No
Yes
Total
Missing System
Total

Frequency Percent Valid Percent
1
5.9
6.7
14
82.3
93.3
15
88.2
100.0
2
11.8
17
100.0

Table 9
Frequency of Cannabis Use
Valid

Missing
Total

Rarely
Once a Week
2-3x Per Week
4-6x Per Week
Daily
Total
System

Frequency Percent Valid Percent
2
11.8
14.3
2
11.8
14.3
1
5.9
7.1
1
5.9
7.1
8
47.0
57.1
14
82.4
100.0
3
17.6
17
100.0
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Startup Behavior
Table 10
Planning Period Length
Valid

< 6 months
6 months - one year
more than one year
No formal business plan
Total
Missing System
Total

Frequency Percent Valid Percent
2
11.8
20.0
5
29.4
50.0
2
11.8
20.0
1
5.9
10.0
10
58.8
100.0
7
41.2
17
100.0

Forms of Start-up Research
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

90%
72%
63%
54%
45%
36%

Talked to
Taked to nonTalked to
Business People Industry Related Professionals
in the Industry Business People (Accoutants,
(7)
(6)
Attorneys etc.)
(9)

Industry
Local Seminars or Online Resources
Research (10) Advising Through
(5)
Agencies (4)

Figure 1. Forms of Start-up Research Conducted in Planning Phase
Table 11
Firm Investment
Start-up capital
% outside investment

N Minimum Maximum
Mean
Std. Deviation
11 $50,000 $300,000 $136,363.64
73,009.962
6
10%
100%
48.33%
29.268869
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Table 12
Investment Sources
Valid

Missing
Total

Frequency Percent Valid Percent
Family
2
11.8
66.7
Friends
1
5.9
33.3
Former Business Partners
0
0
0
Investment Firms
0
0
0
Total
3
17.7
100.0
System
14
82.3
17
100.0

Firm Behavior and Strategy
Table 13
Form of Ownership
Valid

Missing
Total

Sole Proprietorship
General Partnership
Limited Partnership
LLC

Frequency
1
0
0
10

Percent
5.9
0
0
58.8

Valid Percent
5.9
0
0
58.8

4
2
17
0
17

23.5
11.8
100.0
0
100.0

23.5
11.8
100.0

S-Corp
C-Corp
Total
System
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Professionals in Use
100%

93%

90%

80%

80%
70%
60%

53%

50%

40%

40%

33%

30%

20%

20%

Financial
Advisor (3)

Advisory
Board (3)

20%
10%
0%
Accountant or Attorney (13)
Bookkeeper
(14)

Webmaster (5) Graphic Artist Social Media
(9)
Manager (7)

Figure 2. Types of Professionals Used by a Firm

Social Media Types Used
100%

100%

100%

92%

90%
80%
69%

70%
60%
50%
40%
30%

15%

20%
7%

10%
0%
Facbook (12)

Twitter (9)

Instagram (13)

Pinterest (1)

LinkedIn (2)

Business Website
(13)

Figure 3. Types of Social Media Websites Used by the Firm for Promotion
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Table 14
Frequency of Social Media Updates
Frequency Percent Valid Percent
Valid
Daily
8
47.1
61.5
2-3x per Week
0
0
0
Once a Week
5
29.4
38.5
<1x per Week
0
0
0
Total
13
76.5
100.0
Missing System
4
23.5
Total
17
100.0
Table 15
Overall Social Media Is a Positive Business Promotion Tool
Valid

Frequency Percent Valid Percent
Strongly Disagree
0
0
0
Disagree
0
0
0
Somewhat Disagree
0
0
0
Neutral
0
0
0
Somewhat Agree
1
5.9
7.1
Agree
6
35.3
42.9

Strongly Agree
Total
Missing System
Total

7
14
3
17
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41.2
82.4
17.6
100.0

50.0
100.0

Firm Performance
Table16
Descriptive Statistics
N Minimum
Revenue Year
11 $22,986
1
Revenue Year
10 $80,000
2
Revenue Year
6 $287,513
3
Profits Year 1
11
-1%
(%)
Profits Year 2
10
-10%
(%)
Profits Year 3
6
-1%
(%)

Maximum

Mean

Std. Deviation

$6,000,000 $1,155,180.55

$1,741,510.877

$9,000,000 $2,702,859.80

$2,706,024.743

$5,000,000 $2,522,918.83

$1,776,200.838

1%

.14%

.296%

0%

-.80%

3.221%

9%

1.50%

3.695%

Table 17
Descriptive Statistics
N Minimum Maximum Mean Std. Deviation
Firm age in months
Full-time employees
Total employees
Number of additional stores

15
14
14
7

11
1
4
1

99 47.60
56 15.50
63 21.36
3 1.57

Table 18
Planning to Open Additional Locations
Frequency Percent Valid Percent
Valid
No
8
47.1
57.1
Yes
6
35.3
42.9
Total
Missing System
Total

14
3
17

82.4
17.6
100.0
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100.0

28.515
15.664
17.292
.787

Stigma Encountered
Table 19
Perceived Stigma Business-to-Business
Frequency Percent Valid Percent
Valid
None
1
5.9
7.1
Moderate
8
47.1
57.1
Extreme
5
29.4
35.7
Total
14
82.4
100.0
Missing System
3
17.6
Total
17
100.0
Table 20
Perceived Stigma From Community
Frequency Percent Valid Percent
Valid
None
2
11.8
14.3
Moderate
9
52.9
64.3
Extreme
3
17.7
21.4
Total
14
82.4
100.0
Missing System
3
17.6
Total
17
100.0
Table 21
How Well Received by Neighboring Business
Frequency Percent Valid Percent
Valid
Not Well at All
1
5.9
10.0
Slightly Well
7
41.1
70.0
Moderately Well
2
11.8
20.0
Very Well
0
0
0
Extremely Well
0
0
0
Total
Missing System
Total

10
7
17

58.8
41.2
100.0

100.0

Another purpose of this study is to examine the relationships of various
influences upon the performance of these businesses. A bivariate correlation was
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conducted to find correlations of various variables with performance. While
correlation is no indication of direct influence, the low response rate and sample
size prevented more robust analysis like regression or other modelling analysis.
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*. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
c. Cannot be computed because at least one variable is constant.

Bivariate Correlations

Table 22
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*. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
c. Cannot be computed because at least one variable is constant.
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*. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
c. Cannot be computed because at least one variable is constant.

Table 23
Relevant Correlations with Variables of Interest
Variable 1
Variable 2
r=
Age
Forms of start-up
research: Talked to
people in the industry
Use of professionals:
Accountant/Bookkeeper
Race
Cannabis use
Gender
Profits: Year 1
Profits: Year 2
Stigma: Business-toBusiness/Municipal
Stigma: Community
Social Media used:
LinkedIn
Education Level Use of professionals:
Webmaster
Social Media attitude:
Bad to Good
Frequency of
Firm age
cannabis use
Additional store
locations
Social Media attitude:
Bad to Good
Social Media attitude:
Negative to Positive
Social Media attitude:
Unfavorable to
Favorable
Prior industry
Forms of start-up
related
research: local
experience
seminars or advising
Use of professionals:
Financial Advisor
Profits: Year 3
How well received by
neighboring businesses
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ρ<
.604

.013

-.730

.002

-.681
-.655
-.664
.651

.005
.029
.036
.012

.664
.640

.010
.019

-.518

.048

.549

.042

-.600
-.578

.039
.030

.615

.025

.615

.033

.615

.033

.826

.000

.567

.043

.995
.756

.000
.030

Table 23 Continued
Variable 1
Currently own another
business

Forms of start-up
research: Talked to
people in the industry

Forms of start-up
research: Talked to
business people not in
the industry

Forms of start-up
research: Talked to
professionals

Forms of start-up
research: Industry
research
Forms of start-up
research: local
seminars or advising

Variable 2
Stigma: Business-toBusiness/Municipal
Social Media used:
Twitter
Forms of start-up
research: Talked to
business people not in
the industry
Forms of start-up
research: Talked to
professionals
Forms of start-up
research: Talked to
professionals
Forms of start-up
research: Industry
research
Forms of start-up
research: Online
resources
Forms of start-up
research: Industry
research
Forms of start-up
research: local
seminars or advising
Forms of start-up
research: Online
resources
Forms of start-up
research: Online
resources
Profits: Year 3
Use of professionals:
Webmaster

Forms of start-up
research: Online
resources
Use of professionals:
Use of professionals:
Accountant/Bookkeeper Attorney
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r=
-.560

ρ<
.037

-.617

.025

.618

.011

.524

.037

.683

.004

.600

.014

.592

.016

.618

.011

.509

.044

.522

.038

.545

.029

.995
.533

.000
.041

.535

.040

Table 23 Continued
Variable 1
Use of professionals:
Graphic artist/designer

Use of professionals:
Social Media manager
Firm age

Start-up capital

Use outside investors

Revenue: Year 1
Revenue: Year 2
Profits: Year 1
Profits: Year 2

Profits: Year 3

Variable 2
Use of professionals:
Social Media manager
Social Media used:
Twitter
Profits: Year 3
Social Media used:
Twitter
Additional store
locations
Social Media attitude:
Bad to Good
Social Media attitude:
Negative to Positive
Social Media attitude:
Unfavorable to
Favorable
Stigma: Business-toBusiness/Municipal
How well received by
neighboring businesses
Stigma: Business-toBusiness/Municipal
Stigma: Community
Planning to open
additional locations
Revenue: Year 2
Profits: Year 3
Revenue: Year 3
Profits: Year 2
Social Media attitude:
Bad to Good
Social Media attitude:
Negative to Positive
Social Media attitude:
Unfavorable to
Favorable
Stigma: Business-toBusiness/Municipal
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ρ<

r=
.607

.016

.843

.000

.995
.617

.000
.025

.583

.029

-.838

.000

-.805

.002

-.805

.002

.618

.043

-.683

.042

.615

.019

.592
.645

.026
.013

.945
.913
.949
.897
.748

.000
.031
.004
.001
.013

.851

.004

.851

.004

-.832

.040

Table 23 Continued
Variable 1
Stigma: Business-toBusiness/Municipal
Stigma: Community
Additional store
locations
Social Media attitude:
Bad to Good

Social Media used:
Pinterest

Variable 2
Stigma: Community
How well received by
neighboring businesses
How well received by
neighboring businesses
Planning to open
additional locations
Social Media attitude:
Negative to Positive
Social Media attitude:
Unfavorable to
Favorable
Social Media used:
LinkedIn
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ρ<

r=
.759
-.724

.002
.018

-.655

.040

.750

.002

.988

.000

.988

.000

.677

.011

Study 2 - Qualitative
This study originally planned to incorporate a qualitative study sample that
was conducted through follow up interviews with owners that had decided to
participate in the quantitative study. At the end of the questionnaire, there was a
space for the participant to leave contact information if they were willing to take
part in the follow up interview process. The sample size was restricted even
further than the quantitative study, as only 3 individuals indicated their willingness
to be contacted for further data collection. And of those 3 only two actually
responded to solicitations for an interview. In combination to the abysmal
response rate and restrictions on the length of time available to conduct the
study, the qualitative element was abandoned.
DISCUSSION
Lead Entrepreneur Characteristics
A number of interesting findings arise from the lead entrepreneur
characteristics descriptive data. The majority of respondents indicated that they
had a Bachelor’s degree or higher. And 88% of respondents indicated that they
have prior business ownership experience and of those, 80% of the prior
businesses were unrelated. However, indication of prior experience in the
industry was strongly correlated with higher profits in Year 3 of the firm (r= .995;
ρ< .000). There is an almost even split of cannabis retail business owners who
currently own another business, with 52.9% currently owning other business and
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47.2% not. Most business owners in this industry are well educated and gained
experience in other industries before venturing into cannabis retail. This seems to
indicate that these are legitimate business people venturing into an industry that
has yet to fully transition into legitimacy.
Interestingly, 93.3% indicated they use cannabis and of those 57.1% use it
daily. However, when you look at correlations to cannabis use and its frequency
among owners, you see a negative correlation (r= -.600; ρ< .039) with firm age.
This could mean the older the business is the less frequently they are like to use
cannabis. Similarly, the negative correlation between frequency of cannabis use
and whether the business has opened additional store locations (r= -.578; ρ<
.030), indicates that as the firm expands to additional locations, the owner uses
cannabis less often. Or alternately, if the owner uses cannabis more frequently
they are less likely to open additional locations. There is an indication of a
relationship between firm survival and growth, and the frequency of cannabis use
among owners that use their products. The data also indicates a positive
correlation between frequency of cannabis use and attitude toward social media
(r = .615; ρ< .025, .033, .033). However, the data is not robust enough to draw a
definitive conclusion without further data on owner’s cannabis use habits.
Start-up Behavior
A 70% majority indicated that they had a formal business plan in place six
months or more in advance of opening. Owners also indicated that they
conducted comprehensive industry research. More than half employed three or
more methods of research. Broad industry research and speaking with business
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professionals were the most popular forms of research (90% and 72%
respectively). Interestingly, the use of local seminars or advising through
agencies was the only type of research positively correlated with long-term profits
of the firm in Year 3 (r= .995; ρ< .000). Again, this lends a sense of legitimacy
amongst owners as they tend to follow legitimate start-up procedures.
When you look at the start-up capital and sources for that investment
there seems to be some indication that this industry is different than other retail
industries. First, we see very high start-up capital with an average of $136,363.64
and a minimum of $50,000 compared to the $32,000 average for general retail
industry (U.S. Census Bureau, 2012). This discrepancy could be explained by a
start-up cost that is significantly higher than other retailers. High cost of
inventory, extensive legal and licensing fees or investment in sophisticated
security measures could be examples of this.
Firm Behavior and Strategy
The majority of businesses are held as LLC’s (58.8%) and it seems
partnerships and sole proprietorships are rarely used (0% and 5.9%
respectively). In an industry that has yet to be legitimized by the federal
government, it is a reasonable concern for owners that at any time their assets
could be seized. LLC’s protect owners from certain liabilities which may explain
the owners’ choice to use this form. This concern could also explain the relatively
prevalent use of attorneys (80%) at the firms, as these businesses are in a
precarious legal situation.
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Social media plays a significant role in this industry as it does in most
others. It is difficult to find a business these days that does not have a Facebook
page or some social media presence. There is an overwhelmingly positive
attitude toward social media’s use as a promotional tool in the industry (see
Table 15). The most popular form is Instagram (100%) and the firms also have
private business websites (100%) outside of traditional social media. While
further data is needed to determine why firms choose to use these forms of web
presence the most, one can imply that sense cannabis is still considered illicit, it
may not be welcome on all forms of social media. The prolific use of Instagram
suggests a focus on visual marketing which has proven to be a significant factor
in marketing and its effectiveness (Wedel & Pieters, 2012).
Performance
Primary measures of firm performance are most often revenues and
profits. Data was collected from owners for both of these over the first three
years of business. The standard deviation for revenues is quite high. This could
be explained by the variation of markets represented by these businesses. A few
firms claim extraordinary revenues, but in general, the profit margin of these firms
is relatively low and has less deviation than revenues. This is logical since these
businesses follow similar models; their operation costs should be similar and
proportional regardless of the market. Performance measures in subsequent
years are generally correlated with each other as a business tends to have
similar earnings from year to year. Profitability in Year 2 is strongly correlated to
measures of positive attitude toward social media as a promotional tool (r= .748;
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ρ< .013, r= .851; ρ< .004, r= .851; ρ< .004). Profitability in Year 3 is strongly
correlated to the lead entrepreneur’s level of industry related experience (r= .995;
ρ< .000), the use of local seminars or advising through agencies in the planning
process (r= .995; ρ< .000), the use of a professional financial advisor (r= .995; ρ<
.000) and a dedicated social media manager (r= .995; ρ< .000). Activities such as
these could be direct factors of firm performance. There is a negative correlation
with gender and profits in Year 1 and Year 2 (r= -.655; ρ< .029 and r= -.664; ρ<
.036), meaning that female owners are correlated with lower profits in the first
two years. This is a finding of significant interest, and should be explored in
future research.
Stigma Encountered
Considering the results regarding the extent to which owners encountered
stigma in different aspects of running their business there is still a very strong
stigma associated with the industry, even though these are states that voted to
legalize cannabis for retail. The majority of owners said they experienced
moderate to extreme levels of stigma from business-to-business or municipal
entities and from the community (see Tables 19 & 20), and all responded on the
negative end of the scale in terms of how well they were received by neighboring
businesses (see Table 21). It would seem that this industry continues to
encounter severe stigma.
In regard to start-up capital, we see that of those firms that used outside
investors, they are exclusively sourced from family and friends while former
business partners and investment firms were options foregone (see Table 12).
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This is a possible indication that the level of stigma is so high from formal
investment agencies, that these are not an option for businesses in this industry.
From the correlations we see that those who use outside investors perceived
greater stigma from business-to-business and/or municipal entities, as well as
the community (r= .615; ρ< .019 and r= .592; ρ< .026 respectively). This could be
an inherent correlation, as those that seek investment are likely to interact with
more entities in this capacity and thus encounter more rejection and stigma than
those that did not seek it. Also, we see that the more start-up capital used, the
greater the stigma perceived from business-to-business and/or municipal entities
(r= .618; ρ< .043). Similarly, businesses were likely to be poorly received by
neighboring businesses if they used greater amounts of capital (r= -.683: ρ<
.042). Once again, further data is needed to draw conclusions as to how stigma
is impacting these types of behaviors.
However, currently owning another business had a negative correlation
with the amount of perceived stigma from business-to-business or municipal
entities (r= -.560; ρ< .037) as did greater profits in Year 3 (r= -.832; ρ< .040).
Also, owners with prior experience in the industry were correlated with being
more well received by neighboring businesses (r= .759; ρ< .030). This could
indicate that these legitimizing activities (i.e. currently owning another business,
having industry related experience and generating greater profits in this industry)
are effective at countering the effects of stigma on the cannabis retail industry.
To gain more detailed information on these activities and their impact on
mitigating stigma, further research should be conducted.
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Worth noting are the positive correlations between females and greater
perceived stigma from both business-to-business and/or municipal, and the
community (r= .651; ρ< .012 and r= .664; ρ< .010). It is unclear if this stigma is
exclusive to this industry, or if women experience greater stigma than men in all
small business contexts, nor is it clear why gender is implicated in correlations
with financial performance and separately with stigma. Research questions
regarding gender discrepancies is beyond the scope of this study, but are
interesting topics for future research.
Other findings of interest
Firm age and having additional store locations are positively correlated (r=
.583; ρ< .029). It is logical that as a firm matures and grows that they consider
expanding to more locations. Social media attitude measures are also correlated
to firm age but inversely (r= -.838; ρ< .000, r= -.805; ρ< .002, r= -.805; ρ< .002).
A possible explanation of this is that older firms have had more time to gather
negative feedback via social media compared to those that opened more
recently.
Worth noting is the maximum firm age which was stated as 99 months,
equal to 8 years and 3 months. Along with two other data sets who indicated their
firm age to be 96 and 92 months respectively, these responses place the
opening of the firm in 2009-2010; before any state legalized non-medicinal
cannabis. These three firms likely represent business that transitioned from
medicinal dispensaries or tobacco shops, into cannabis retail stores.
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LIMITATIONS
There were a number of inherent difficulties in collecting data for this
study. The long distance between researcher and the field made some aspects
of collecting data very difficult. This meant that personally visiting different
businesses wasn’t a possibility. As mentioned before, CEOs of firms are
notoriously difficult to generate responses from as noted by Cycyota and
Harrison (2006). These individuals are busy running growing companies and
have little time for tasks with little to no direct returns. The second barrier was the
general apprehension of those in the industry toward competition and outsiders.
This is likely due to the legal gray area in which the industry resides. Despite
state legalization, cannabis is still considered a Schedule 1 narcotic by the Drug
Enforcement Agency and therefore individuals in the industry are still subject to
potential federal prosecution. Despite confidentiality of data collection, many of
the owners that were contacted may have been wary of divulging information.
For example, one respondent answered, “ha ha ha” for the revenues and profits
questions. It is unclear whether this is indicative of a lack of revenues or profits,
or if they were unwilling to admit to having made profits. Further exacerbation of
this situation could have stemmed from the perception held by the solicited
individuals of the state of Georgia; known for its conservatism.
The limitations of the data collection itself ultimately limited the robustness
of the data sample. With a usable sample size of on 17, further analytical
techniques were prevented from being used and no causal conclusions should
be drawn from the observations in this study. Originally, a qualitative study was
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planned in the form of follow up interviews. The intent was to further investigate
interesting results from the questionnaire and gather more data. This was
abandoned as it proved even more difficult to recruit participants within the time
frame of this project. While the study provided some interesting directions for
further study, it isn’t possible to give definitive conclusions from this data. In order
to avoid these pitfalls there are a few adjustments that could improve response
rate and credibility. The first would be having the survey sent out by an
organization that has credibility within the industry. Additional credibility would be
gained if the study were conducted from within an institution that is located in a
legalized state.
Choosing to collect data from three different states in various stages of
legalization and with differing regulatory measures may have added unforeseen
complexity. These differences in regulatory measures, such as tax rate, could
directly impact firm performance. Similarly, the market in which the business is
located would also have serious impact on firm performance. For example, a firm
located in Denver or Seattle will have the opportunity for greater revenue and
growth compared to one located in a smaller town or city. Similarly, the levels of
stigma and industry acceptance are likely affected by the time since each state
has legalized cannabis and respective regulatory measures of each state. Future
studies should narrow their sample to a single state or areas (i.e. rural or urban)
to gain results that are consistent.
Other limitations of the study include self-reported questionnaires and a
cross-sectional research design.
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Future Research Opportunities
Despite the limitations of the study, the data does point researchers in the
direction of some interesting trends and relationships between certain activities
and performance. An area to consider for further investigation is how cannabis
use and frequency may impact growth of the firm. It is unclear if cannabis use
frequency is the cause or effect of change in the number of additional store
locations in this study and could be explored further. There was a strong positive
correlation between attending local seminars and/or advising through agencies
and long-term profitability. Similarly, behaviors correlated with reduced
encounters with stigma, should be investigated for their potential to legitimize
firms. If identified, these could prove and invaluable assets towards growing a
successful firm in this industry. Determined by the timeline of legalization laws in
the study sample, a few firms indicated they had been established longer than
cannabis open retail laws had been passed. This could indicate a number of
things such as the business transitioning from another type of retail store or that
these are frivolous data points. If the firm transitioned from a medicinal cannabis
dispensary into an open retailer of cannabis, this may prove to give first mover
advantages to firms established sooner.
As with all business today, social media plays a critical role in promoting a
business and gaining customer awareness. This study showed some clear
patterns in types of web presence platforms used by the industry. Specifically,
the use of visually oriented sites like Instagram could be indicative of the success
of these media over others. However, this study neglected to collect data on any

43

platforms that might have arisen outside the main stream social media networks,
solely to serve the target market of this industry. A simple internet search reveals
two such cannabis exclusive platforms: Leafly and Weedmaps (Leafly, 2017;
Weedmaps, 2017). These sites act similarly to Yelp.com, as a site for customers
to review restaurants and restaurant businesses to place their menu (Yelp,
2017). Leafly and Weedmaps serve the same purpose for cannabis retailers to
display their range of products and prices and to gain good customer reputation.
Future research should incorporate these media and their impact on firms into
their investigations.
Another area of interest could be if the owners encountered stigma when
attempting to do business with banks or other financial institutions. No
respondents indicated that they used any sort of traditional star-up capital
investment source, and instead opted for family and friends. If firms do not have
access to the traditional investment sources or encounter great stigma when
attempting to, it could explain the exclusive sourcing from family and friends.
Related to this area is how the firms choose to spend their start-up capital.
Future investigation should attempt to get as detailed a breakdown of start-up
cost as possible. If there is some common cost that these firms encounter that
other retailers do not his could explain the drastically high capital investment
amounts reported in this study. These causes could range from high license fees,
inventory costs or the need to sophisticated security measures.
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CONCLUSION
This study set out to explore characteristics of lead entrepreneurs, start-up
behaviors, and firm behavior and strategies and how they may relate to overall
firm performance. Due to the context of the industry, stigma was also explored as
a factor that may impact firm decisions and performance. While the data
collected did not have a large enough samples size or qualitative data to back up
the quantitative findings, it did reveal some potential trends and relationships that
impact performance and the extent of stigma. With a larger sample and
incorporating a qualitative element, future studies or a continuation of this one
could further clarify or reach conclusions on several of these relationships.
The unique conditions of an industry under such stigma and large barriers
to legitimacy made this opportunity for study rare and valuable. The importance
of certain factors on firms’ performance and survivability would be highly valuable
information for entrepreneurs considering venturing into the cannabis retail
industry as well as those already in it. In addition, the framework developed here
for exploring and studying an emerging industry under such controversial
conditions could influence future studies of similar future industries.

45

APPENDIX A

Source: Webb et al., 2009
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APPENDIX B
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Q1

o Yes, I consent to continue with this questionnaire. (1)
o No, I wish to stop here. (2)
Skip To: End of Survey If = No, I wish to stop here.
End of Block: Consent
Start of Block: Demographics
Q2 In which state is your business established?

o Colorado (1)
o Oregon (2)
o Washington (3)
Q3 Please indicate your age.

o 20-29 (1)
o 30-39 (2)
o 40-49 (3)
o 50-59 (4)
o 60-69 (5)
o 70+ (6)
Q4 Choose the race that you consider yourself to be. (optional)

o White (1)
o Black or African American (2)
48

o American Indian or Alaska Native (3)
o Asian (4)
o Native Hawaiian or Pacific Islander (5)
o Other (6) ________________________________________________
Q5 What is your gender? (optional)

o Male (1)
o Female (2)
Q6 What level of formal education have you earned?

o High School diploma or equivalent (1)
o Trade/Technical School (2)
o Associate's Degree (3)
o Bachelor's Degree (4)
o Master's Degree (5)
o Doctorate (6)
Q7 Which of the following positions do you best describes your role in the business?

▢
▢
▢

Owner (1)
Founder (2)
General Manager (3)
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Q8 Which choice best describes you?

o I tend to function as the primary decision maker in the business. (1)
o Someone else tends to function as the primary decision maker. (2)
Q9 Before your current business have you owned/operated another business?

o Yes (2)
o No (1)
Display This Question:
If Before your current business have you owned/operated another business? = Yes
Q10 Was this previous business related to your current business or industry?

o Yes (2)
o No (1)
Q11 Do you currently own any other businesses? (related or otherwise)

o Yes (2)
o No (1)
End of Block: Demographics
Start of Block: Business Attributes
Q12 Approximately when was your start up date?
Month (1)
Day (2)
Year (3)
▼ January (1) ... December ~ 31 ~ 2020 (28194)
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Display This Question:
If Which of the following positions do you best describes your role in the business? =
Owner
Or Which of the following positions do you best describes your role in the business? =
Founder
Q13 How soon before start up did you have a formal business plan?

o less than 6 months (1)
o 6 months to a year (2)
o a year (3)
o more than a year (4)
o I have no formal business plan (5)
Display This Question:
If Which of the following positions do you best describes your role in the business? =
Owner
Or Which of the following positions do you best describes your role in the business? =
Founder
Q14 What forms did planning your business take? (check all that apply)

▢
▢
▢
▢
▢
▢

Talked to people in the industry (1)
Talked to other business people (not in the industry (2)
Talked to professionals (accountants, bankers, lawyers, etc) (3)
Industry research (4)
Local seminars or advising through agencies (Small Business Administration, Small
Business Development Centers, etc) (5)
Online resources for business planning (6)
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Q15 What is the current form of ownership of the business?

o Sole Proprietorship (1)
o General Partnership (2)
o Limited Partnership (3)
o LLC (4)
o S-Corp (5)
o C-Corp (6)
o other (7)
Q16 Do you use or have on retainer any of the following?

▢
▢
▢
▢
▢
▢
▢

Accountant/Bookkeeper (1)
Attorney (2)
Financial Adviser (other than Accountant/Bookkeeper) (3)
Advisory Board (4)
Webmaster (5)
Graphic Artist/Designer (6)
Social Media Manager (7)

End of Block: Business Attributes
Start of Block: Investors
Q17 How much was your start up capital?
________________________________________________________________
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Q18 Did you use outside investors to finance the business?

o Yes (2)
o No (1)
Display This Question:
If Did you use outside investors to finance the business? = Yes
Q19 What relationship were the investors to you? (check all that apply)

▢
▢
▢
▢

Family (1)
Friends (2)
Former Business Partners/Relationships (3)
Investment Firm (4)

Display This Question:
If Did you use outside investors to finance the business? = Yes
Q20 What percent of start-up costs were sourced from outside investors?
1 (1)

End of Block: Investors
Start of Block: Performance
Q21 What were the revenues for the first three years?

o Year 1 (1) ________________________________________________
o Year 2 (2) ________________________________________________
o Year 3 (3) ________________________________________________
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Q22 What was the profitability for the first three years? (as % of revenues, if negative
use "-" in front)

o Year 1 (1) ________________________________________________
o Year 2 (2) ________________________________________________
o Year 3 (3) ________________________________________________
Q23 Have you opened any additional locations?

o Yes (2)
o No (1)
Display This Question:
If Have you opened any additional locations? = Yes
Q24 If yes, how many additional locations were opened?
________________________________________________________________

Q25 Are you planning to open any additional locations within a year?

o Yes (2)
o No (1)
Q26 How many full-time employees do you have? (non-owners)
________________________________________________________________

Q27 How many employees do you have total?
________________________________________________________________
End of Block: Performance
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Start of Block: Social Media Attitude Test
Q28 Do you think that using social media ( i.e. Facebook, Twitter, Instagram, LinkedIn
etc.) to create awareness for your firm is:
1
2
3
4
5
6
7
(1)
(2)
(3)
(4)
(5)
(6)
(7)
Bad (1)
Good
Negative
(2)
Unfavorable
(3)

o
o
o

o
o
o

o
o
o

o
o
o

o
o
o

o
o
o

o
o
o

Positive
Favorable

Q29 Overall, I think the use of social media to promote my business is a good thing.
Strongly Agree
Somewhat Neutral Somewhat Disagree Strongly
Agree
(6)
agree (5)
(4)
disagree
(2)
disagree
(7)
(3)
(1)
1 (1)

o

o

o

o

o

o

o

Q30 Which online and social media does your business use? (select all that apply)

▢
▢
▢
▢
▢
▢

Facebook (1)
Twitter (2)
Instagram (3)
Pinterest (4)
LinkedIn (5)
Business Website (6)
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Q31 How frequently are updates posted to your social media outlets?

o Daily (5)
o 2-3 times a week (4)
o Once a week (3)
o Less than once a week (2)
o Rarely (1)
End of Block: Social Media Attitude Test
Start of Block: Stigma
Q32 Do you use any of the products that you sell?

o Yes (2)
o No (1)
Display This Question:
If Do you use any of the products that you sell? = Yes
Q33 If yes, how often?

o Daily (5)
o 4-6 times a week (4)
o 2-3 times a week (3)
o Once a week (2)
o Rarely (1)
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Q34 To what extent have you encountered any stigma, related to your business, while
dealing with other business or municipal entities?
Extreme (3)
Moderate (2)
None (1)
1 (1)

o

o

o

Q35 To what extent have you encountered any stigma, related to your business, from
the community or potential customers?
Extreme (3)
Moderate (2)
None (1)
1 (1)

o

o

o

Q36 How well would you rate how you were received by surrounding businesses?
Extremely
Very well
Moderately
Slightly well Not well at
well (5)
(4)
well (3)
(2)
all (1)
1 (1)

o

o

o

o

o

End of Block: Stigma
Start of Block: Closing
If you would like to receive an executive summary regarding the outcomes of this study,
please enter your email address below. THIS INFORMATION IS CONFIDENTIAL AND
WILL NOT BE SHARED, it will only be used to send you follow-up information.
________________________________________________________________

If you would agree to be further interviewed by a researcher to help us further
understand the concepts of this survey, please fill out the information in the next few
lines. If not you may leave them blank.

o Your Name (1) ________________________________________________
o Name
of your business (2)
________________________________________________
o Phone
number or best form of contact (3)
________________________________________________
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